We examine the origins and outcome of entrepreneurship on the basis of exceptionally comprehensive Norwegian matched worker-firm-owner data. In contrast to most existing studies, our notion of entrepreneurship not only comprises self-employment, but also employment in partly self-owned limited liability companies. Based on this extended entrepreneurship concept, we find that entrepreneurship tends to be profitable. It also raises income variability, but the most successful quartile gains much more than the least successful quartile loses. Key determinants of the decision to become an entrepreneur are occupational qualifications, family resources, gender, and work environments. Individual unemployment encourages, while aggregate unemployment discourages, entrepreneurship.
Introduction
Economists have good reasons to care about entrepreneurship. The most obvious one is that entrepreneurship generates wealth. According to OECD (2003; , around per cent of the overall labor productivity growth in eight major industrialized countries can be directly attributed to the reallocation of inputs arising from the entry of new and the exit of old firms. A second reason to care about entrepreneurship is that it may entail externalities, which in turn call for policy. For example, if labor markets are imperfect, the creation of new workplaces gives rise to positive externalities for the hired workers.
And if the entrepreneur cannot fully appropriate the value of a new (or improved) product, its introduction also gives rise to positive externalities for consumers. However, entrepreneurship may also entail negative externalities associated with business stealing and rent seeking. Competitors -including former employers -may lose market shares and profits. Whether the positive or the negative externalities predominate depends on firm and industry characteristics. A third reason why economists should be interested in entrepreneurship is that it may be an important source of labor market flexibility. While employees typically have strictly regulated work-hours, protection against dismissal on short notice, and often rigid retirement schemes, entrepreneurs can adjust their own labor supply continuously to changes in preferences and market conditions; i.e., they are in position to "grease the wheels" of rigid labor markets.
There is no consensus on the definition of entrepreneurship. According to Schumpeter (1947, p. 151) , the entrepreneur is responsible for "the doing of new things or the doing of things that are already being done in a new way". In the business literature, a popular view of the entrepreneur is someone who "perceives and opportunity, and creates an organization to pursue it" (Bygrave and Hofer, 1991, p 14) . In most empirical studies, however, an entrepreneur is simply defined as someone who is self-employed; see Hamilton (2000) for an influential example and Van der Sluis et al. (2008) for a recent survey.
The obvious reason for this more mundane interpretation of entrepreneurship in empirical applications is that self-employment -in contrast to individuals who "perceive and pursue novel ideas" -is observed, and at the same time (hopefully) correlated to the intrinsically unobserved activities of "genuine entrepreneurship". Yet, we will argue that the state of self-employment is an unsatisfactory proxy for the kind of economic behavior that motivates economists to care about entrepreneurship. The most interesting -and at the same time observable -distinguishing feature of entrepreneurship from an economics perspective is in our view the dual role of employing both human and financial capital into a business activity. Thus, an entrepreneur differs from an investor/venture capitalist in that the entrepreneur devotes his/her labor to the firm. The entrepreneur differs from an employee (or a CEO) in that the entrepreneur owns the firm and, hence faces the risks associated with being the residual claimant to the firm's earnings. A self-employed person is obviously an entrepreneur according to these considerations, whether operating alone -as a sole proprietor -or as a partner in an unincorporated firm. However, a person who invests capital in a limited liability company (LLC) and then becomes an employee in his/her own company is also an entrepreneur. In contrast to most datasets used to analyze entrepreneurship in the literature, our rich Norwegian register data allow us to identify employed owners of LLC's. Our entrepreneurship concept thus includes selfemployed as well as persons who are employed by a company in which they are significant owners, either directly or (crucially) indirectly via other firms. It includes persons operating alone as well as persons engaging in unincorporated and incorporated partnerships. As it turns out, there are just as many LLC-entrepreneurs as there are self employed in Norway (excluding the primary sectors).
The purpose of the present paper is to analyze the origins of -and the private return to -entrepreneurship in Norway, irrespective of its organizational structure. While we will argue that the mode of firm ownership is of secondary importance for the economic implications of entrepreneurship as such, we have every reason to expect firms with different ownership structures to behave differently. Both ownership forms have advantages and disadvantages. Limited liability reduces the downside for the owner, but may make it more difficult to raise capital. Limited liability firms are more heavily regulated than firms with sole proprietorship, e.g., in the form of minimum equity requirements, and they are required to disclose more information.
1 In general, the lower administrative costs associated with sole proprietorship make this arrangement relatively more 1 In Norway, all limited liability companies must report audited account to the government, and these are publicly available attractive for small than for large firms, although one may also find large companies organized as sole proprietorships. The sorting of entrepreneurs into self-employment and limited liability companies is in any case not likely to result from a random-assignmentlike process with respect to the performance of the firms. Indeed, we show in this paper that LLC entrepreneurs tend to have higher and more business-oriented education and also earn a lot more money than self-employed entrepreneurs. Hence, entrepreneurship studies focusing exclusively on self-employment may be subject to the serious limitation that they cover a highly selected sub-sample of the entrepreneur-population only. A key contribution of the present paper is that we remove this limitation, and examine the implications it has for our view on the recruitment into entrepreneurship and on the economic performance of entrepreneurs. Based on a panel of Norwegian administrative workerfirm-owner data from 2000 through 2005, we examine the determinants behind the decision to become an entrepreneur, as well as the outcome of that decision, in terms of the pecuniary rewards it offers to the entrepreneur.
There is an active literature on entrepreneurship originating in existing firms; see for instance Sleeper (1998) , Klepper and Sleeper (2002) , Agarwal et al (2004), and Hellman (2006) , aiming at identifying the type of firm characteristics that foster entrepreneurship and spinoffs. We make a novel contribution to this literature by exploiting our access to audited accounts for all Norwegian limited liability firms to investigate the impacts of a firm's economic performance on the entrepreneurship propensity among its employees.
We find that entrepreneurship increases with a firm's profitability and declines with its value added per employee; hence by allocating a low share of the factor income to its workers, a firm incites its employees to start their own business. We show that unemployed jobseekers have a higher probability of starting their own businesses than fully employed workers, but that underemployed workers are the most entrepreneurial of all.
Downsizing of existing firms also breeds entrepreneurship among the (potentially) affected employees. However, conditional on labor market status (employment or unemployment), we find that high and rising occupation-specific aggregate unemployment discourages entrepreneurship. Thus, while individual joblessness encourages entrepreneurship, aggregate unemployment discourages it.
The existing empirical literature tends to indicate that entrepreneurship does not pay off economically, and that entrepreneurship is primarily motivated by non-pecuniary factors, such as personal pursuit of autonomy and job satisfaction; see, e.g., Van Praag and Versloot (2007) for a recent review. Parker (2004, p 16) refers to the "tentative emerging consensus" that entrepreneurs earn less than employees. Hamilton (2000) provides evidence that many workers are actually willing to forgo significant earnings premiums as employees in order to remain self-employed. And questionnaire analyses invariably show that the search for independence and the desire to fully exploit own skills are ranked much higher among the determinants of new firm formation than the pursuit of monetary rewards; see Santarelli and Vivarelli (2007) . There exist some pieces of evidence, however, that do not fit into this picture. Rosen and Willen (2002) , for example, find that with proper controls for education and other personal characteristics, selfemployed have higher mean and median income levels than wage-workers. And Daly (2009) finds that self-employed men tend to have earnings similar to those of the members of a matched control group in the short and medium term, but higher earnings over a longer term horizon. Our own findings also challenge the "emerging consensus" that entrepreneurship does not give rise to personal economic gains. We find that there is in most cases a significant income premium associated with entrepreneurship, but that this expected premium has to be traded off against higher income variability, just as we would expect from theoretical considerations; see Iyigun and Owen (1998) .
Data and definition of entrepreneurship
The analyses in this paper rely on three blocks of administrative register data. The first block contains comprehensive information on economic activities for all residents in Norway, based on employment registers, tax records, unemployment registers, social security files and education registers. This block also contains detailed information on demographics and other background variables, such as age, gender, education, nationality, family background, marital status, children, wealth, previous earnings, and place of residence. The second block contains annual audited accounting data for the majority of firms in Norway, including all limited liability companies.
2 The third data-block lists the major owners and board members of all limited liability companies. An owner is recorded if his/her/its share in a company exceeds 3 %. Importantly, the three blocks contain the same (encrypted) individual as well as firm identification numbers, making it possible to merge information on, e.g., labor market activity, firm ownership, and firm performance at the individual (owner) level.
We exploit the three data-blocks to identify a main economic activity by October 1 each year (2000) (2001) (2002) (2003) (2004) (2005) for all residents in Norway. The mutually excluding main activities are i) regular employment, ii) entrepreneurship, iii) education, iv) unemployment, v) retirement or disability pension, and vi) other. The latter of these activities comprises individuals for which it is difficult to identify personal incomes consistent with a subsistence level. They might draw on their personal capital stock or loans (e.g. long vacationers, unregistered unemployed); and/or they might be supported financially by others (spouse/parents) or draw on some unidentified source of income (e.g. military service, temporary migrants, black laborers).
Our notion of entrepreneurship includes self-employment in the form of sole proprietorship as well as regular employment in partly self-owned limited liability companies and partnerships. 3 According to this definition, an entrepreneur is a person who takes an active part in managing a company in which he/she also invests capital and thus bears a significant part of the economic risks involved. More precisely, we define an entrepreneur as a person who is either employed in a firm in which he or she is directly or indirectly a major/active owner (defined as either controlling at least 30 % of the company or controlling at least 10 % of the company and being a board member or a chief executive) or who runs his or her own business as self-employed. 4 Identification of active owners in limited liability companies is a non-trivial exercise, given the high frequency of crossownership among companies. A typical situation is that a person is fully employed in a company A and at the same time is a major owner in another company B, indicating (at first sight) that employment is the main economic activity. By closer inspection, however, it may turn out that company A is owned partly or wholly by company B, sometimes through a third company C (or through several company linkages). Hence, in order to correctly identify the active owners -our entrepreneurs -we use the data to trace out the degrees of ultimate ownerships. Note, however, that we do not define a person as an entrepreneur if earnings from fulltime employment in another firm (which the person does not own according to the definition above) exceed earnings from the owned business activity; i.e., we require that entrepreneurship is the most important economic activity.
Our definition of entrepreneurship does not require that the firm is "new"; nor does it require that the entrepreneur is necessarily the founder of the firm. This follows directly from the view that the key distinguishing feature of the entrepreneur is the combined investment of capital and labor in the same firm. Whether these investments occur through the establishment of a new firm or through takeover -and potentially revitalization -of an existing firm is of secondary importance. At this point, our definition of entrepreneurship is in line with the commonly used self-employment definition. From a more practical viewpoint, it would be difficult to separate new from old firms on the basis of administrative registers only, since the organizational numbers that could have been used for such a purpose frequently change for reasons other than a brand new firm being established (takeovers, mergers, demergers, organizational changes). Consequently, it would also be hard to identify the true founders of each firm.
Descriptive statistics -entrepreneurship in Norway
The upper panels of Figure 1 display the average distribution of main economic activities for the whole Norwegian working-age population by gender and age in 2000-2005. The first striking observation is that entrepreneurship is much more prevalent among men than women. The age profiles also differ across gender; the peak entrepreneurship age is 51 for men (with 14.3 % of the population) and 44 for women (with 3.7 % of the population). It is worth noting that the fractions in regular employment are very similar for men and women, although the decline starts much earlier for men (around age 37) than for women (around age 49), largely reflecting the rising entrepreneurship propensity among men. The medium panels of Figure 1 display the "entrepreneur rate", defined as the fraction of entrepreneurs among those who are either in regular employment or in entrepreneurship. For men, this rate rises gradually until the mid 40's, after which it stabilizes around 17-18 %. It then again rises sharply after the age of 60, reflecting that employed workers tend to retire much earlier than entrepreneurs. For women, the entrepreneur rate stabilizes already in the mid 30's around a level of 4-5 %. After the age of 60, it rises as a result of early retirement among employees. The lower panels show the fraction of (non- On average, the median income in the former group was 16 percent higher than in the 7 All incomes reported in this paper are measured in Norwegian Kroner (NOK). 1 NOK is typically valued at around 0.15-0.20 $. The income concept we use is comprehensive in the sense that it includes all sources of personal income. We have chosen to include capital income for the reason that entrepreneurship sometimes involves significant capital investments, implying substitution of dividends for other capital income. Note also that our income concept does not include earnings retained in incorporated businesses. and exceptionally high in 2005 (a point to which we return in Section 5).
8 Table 1 shows how the composition of incomes varies across the groups of fulltime employees, LLC-entrepreneurs, and self-employed entrepreneurs. As expected, fulltime employees earn almost all their money from their salaried job, while self-employed obtain most of their income directly from their business activity. LLC-entrepreneurs, on the other hand distribute their income between wage earnings and capital income (dividends), with the latter component being the most important. The apparent entrepreneurship income premium prevails even conditional on the length and type of education. Table 2 reports the average entrepreneur rates and the entrepreneur-employee income differentials for 34 different education groups (2000) (2001) (2002) (2003) (2004) (2005) .
Both mean and median earnings are higher among entrepreneurs than among full time employees in almost all education groups. The highest entrepreneurship-premium is recorded for lawyers and businessmen, while the highest entrepreneurship rates are recorded for dentists and veterinaries. 9 Even though the latter two groups have many years of education, the general pattern is that entrepreneur rates are higher among persons with low than among persons with high education. The mean entrepreneurship rates are 13 % for compulsory, 14 % for lower secondary, 12 % for upper secondary, 7 % for bachelor, 11 % for master, and 5 % for PhD education. The fraction of entrepreneurs who incorporates their business activity in a limited liability company (LLC) varies significantly by education. It is particularly low for hairdressers, physiotherapists, and doctors, and particularly high for those with business education, engineers, and scientists. The fraction of entrepreneurs who runs LLC's rather than being self-employed rises with education; from 37 % for entrepreneurs with only compulsory education to around 60 % for entrepreneurs with university degrees. This confirms that the extension of the entrepreneurship concept to include formally employed entrepreneurs in LLC's is important in order to ensure an undistorted picture of entrepreneurship behavior.
Given the enormous variation in entrepreneur rates across different educational groups, one might suspect that the large gender differences in entrepreneurship behavior described above are driven by differences in education/occupation. This is not the case, however. The gender differentials in entrepreneurship are equally large when controlled for education as they are uncontrolled. For example, using a linear probability model to examine entrepreneurship status in 2005, we find that being a women rather than a man reduces the entrepreneurship propensity by 7.8 percentage points when we control for age (47 dummy variables) and nationality (10 dummy variables) only. When we also control for education (34 dummy variables corresponding to the education codes used in Table 2) the estimated gender differential declines by a mere 0.2 percentage points. 9 Hamilton (2000, p. 609) did not include doctors and lawyers in his analysis on the returns to entrepreneurship, citing that many of these professionals advance by becoming partners in the firm, implying a reclassification from paid employment to self-employment, and that their earnings are likely to be topcoded. Conditional on education, the entrepreneurship premium in Norway is indeed high for lawyers, while it is not particularly high for doctors. Taken together, these two groups make up around 2 % of the entrepreneur-population in Norway; hence the fact that we include all non-primary-sector entrepreneurs in our analysis does not significantly reduce our analysis' comparability to Hamilton (2000) . If doctors and lawyers are removed from our sample, the average income totals reported in Table 1 are reduced by 0.8 percent for wage earners, by 2.2 percent for LLC entrepreneurs, and by 3.5 percent for self-employed. (2000) (2001) (2002) (2003) (2004) (2005) .
The determinants of entrepreneurship
This section examines the determinants of the transition into entrepreneurship in Norway by means of multivariate probability models. We focus on two types of entrepreneurship entries, labeled proactive and reactive, respectively. A proactive entrepreneurship entrant is a person who, in the time between October 1 in one year and October 1 the next year, leaves the relative safety of a fulltime job in order to become an entrepreneur. A reactive entrant is a person who, in the same time interval, escapes unemployment by becoming an entrepreneur.
10
To put the two transition rates of interest into perspective, Table 3 11 The average transition rate from unemployment to entrepreneurship is 2.1 percent (3.2 percent for men and 0.9 percent for women); i.e., roughly twice as high as the transition rate from employment to entrepreneurship. Only 1.0 percent of the entrepreneurs become unemployed from one year to another, compared to 2.8 percent of the employed (these numbers are roughly the same for men and women). This may reflect, however, that self-employed individuals are not insured against unemployment in the social security system; hence ex-entrepreneurs have weaker incentives than ex-employees to register as unemployed.
12
10 Note that the timing of entrepreneurship entry according to our definition does not necessarily coincide with the timing of company establishment. Some entrepreneurs engage in already existing companies. Moreover, even those who establish a new company may decide to maintain existing employment (and, hence, not be counted as entrepreneur) while testing out their own business ideas; see also Section 5.
11 In comparison, Hyytinen and Maliranta (2008) report an annual transition rate from employment to entrepreneurship in Finland around 0.7 percent. Both the Norwegian and the Finnish transition rates to entrepreneurship are significantly below the 2.0-3.5 percent annual switching rate from employment to selfemployment typically recorded in the U.S.; see Parker (2004, p. 52) .
12 According to Table 3 , it is the group of "others" that have the largest entry rate into entrepreneurship. This high entry rate is an artifact of the income thresholds used to define self-employment and do not all represent "genuine" state transitions. The vast majority of the "entrants" from the "other" group (90%) went into self-employment (and not LLC). Around two thirds of them had business income even before the recorded entry, but the income was too low to qualify as entrepreneur according to our definition. In the statistical analysis, we focus on factors that potentially affect the decision to become an entrepreneur, such as own and family wealth, the quality of a current job match, and the tightness of the local labor market. For ease of interpretation, we report in the following subsections estimates from linear probability models (multiplied by 100);
i.e., the mean percentage point impacts of various explanatory variables on the probability of becoming an entrepreneur during the next year. To save space, most of the coefficients are reported with indicators of statistical significance, rather than standard errors.
The significance statements are based on robust standard errors, taking into account that multiple observations for the same individual are not stochastically independent. A complete list of estimation results with (robust) standard errors are reported on our web site www.frisch.uio.no/docs/entrepreneurship.html. On this site, we also report estimates (and standard errors) from non-linear probability models.
Given the large dataset, we specify many of the explanatory variables as categorical to avoid unjustified functional form assumptions. A particularly important variable in this regard is educational attainment. Inspection of the entrepreneurship rates reported in Table 3 indicates that a number-of-years-specification of the education effect is likely to be misleading. Instead, we assign a separate indicator variable to each education type reported in that table. On the basis of family linkages, we identify partners (married or cohabitating with joint children) and parents. Together with information on labor market status, income, and wealth, we use the family identifiers to construct variables designed to reflect entrepreneurship opportunities and family obligations (family wealth, partner's economic status, the presence of small children etc.). We also use these variables to characterize each person's family background, in terms of the parents' educational attainment, wealth, and entrepreneurial activities.
For currently employed workers, we collect a host of information regarding the quality of the job match. Individual return from the current job is measured in terms of absolute earnings and in terms of earnings relative to other Norwegians of approximately the same age and with exactly the same education. The quality of the workplace is meas- 
Proactive entrepreneurship decisions
The analysis in this sub-section is conditioned on the initial state being fulltime employment; i.e., we are analyzing the proactive decision to leave a fulltime salaried job for entrepreneurship. Existing empirical evidence indicates that many entrepreneurs exploit business ideas encountered in current employment; see Bhide (2000) . This implies that the characteristics of an existing work-environment -e.g., in terms of size, productivity, profitability, human capital, and R&D intensity -may affect entrepreneurial spawning.
Note that we do not distinguish between self-employment and LLCentrepreneurship in this Section. The reason for this is that we view the decision to become an entrepreneur as the key decision of interest for which we intend to identify some driving mechanisms, not the selection organizational arrangement. This does of course not rule out that there are interesting differences with respect to the composition of the two entrepreneurship groups. We return to this issue in the next section, when we examine entrepreneurship performance.
Workplace characteristics
The majority of new entrepreneurship endeavors originates from existing workplaces, hence it is of interest to examine what kind of workplace characteristics foster entrepreneurship. We assess the impact of workplace and job characteristics on entrepreneurship decisions separately for men and women. The results are reported in Table 4 . We first note that a higher current earnings level -as well as a high earnings level relative to peers (workers with the same education and of roughly the same age (± 2 years)) -typically implies a higher probability of becoming an entrepreneur. 13 These relationships need not have a causal interpretation; they may reflect that workers with high earnings simply tend to be more entrepreneurial than others, ceteris paribus. High firm productivity -as measured by value added per employee -significantly discourages entrepreneurship. A high running surplus, on the other hand, encourages entrepreneurship. We would expect that low output per worker encourages some employees to leave the firm, and that some of those who leave become entrepreneurs. It is also to be expected that workers are more inclined to start their own business if the employees' share of total factor income is low, as the expected gain from being owner is then correspondingly high.
Downsizing (defined as a reduction in the number of man-years by at least 25 percent during the base-year) clearly encourages entrepreneurship. Working in a downsizing firm -as opposed to a stable or growing firm -implies roughly a doubling of the probability of becoming an entrepreneur, ceteris paribus. Again, as a large fraction of the employees is forced to leave, some will go for entrepreneurship. Our findings at this point are in line with recent results reported by Von Greiff (2009) , who examined the impacts of displacement due to firm closure on subsequent self-employment in Sweden. Her baseline estimate was that displacement raises the probability of being self-employed next year by 1.2 percentage points, or 87 %. It is particularly interesting that the process of 13 The relative earnings measure is computed as follows: For each worker we identify a comparison group consisting of all other full-time employees with the same education (according to the categorization in Table 2 ) with a maximum of two years of age difference. We then divide the worker's annual earnings on the average earnings level within the group. creative destruction apparently is two-sided: Not only does creativity cause destruction, as new and innovative firms push obsolescent firms out of the market; destruction also potentially causes creativity, as redundant workers and workers at risk of redundancy seek new ways to support themselves. The level of the local unemployment rate (among persons with the same educational/occupational qualifications), on the other hand, seems to discourage entrepreneurship, at least among men. Norway's R&D surveys (all firms with more than 100 employees and a sample of smaller firms). Additional controls in all regressions: Age, Family background, education, county, marital status, children, own wealth, family wealth, calendar year, corporate body of employer, and dummies for missing accounting variables in the all-firms-regressions (see www.frisch.uio.no/docs/entrepreneurship.html for details)
We find that firm size has a significant negative impact on entrepreneurship among its employees. This is in accordance with the view that small firms provide the best environment for entrepreneurial learning because the employees then work alongside the firm's manager and/or founder; see Gompers et al. (2005) and Hyytinen and Maliranta (2008) . Accordingly, it casts doubt on the popular argument that large firms spawn entrepreneurship due to their rigid wage systems and their inability to compensate their employees for innovative ideas; see Hvide (2009) . Note, however, that firm size may operate as a proxy for the scale properties of the production process at the current workplace and thus also for the technology characterizing the most likely startup prospects. Hence, the estimated size effect may be an artifact of the distribution of optimal scale properties across individual entrepreneurship opportunities, and hence have nothing to do with either the current learning environment or the current compensation systems.
There are no clear-cut effects of human capital composition at the workplace. Entrepreneurship seems to be positively affected by the fraction of workers with PhD education, while the fraction with a university degree has a negative impact. Based on a subsample of the data -consisting of the employees in larger firms who have participated in the R&D surveys (conducted regularly by Statistics Norway), we also find that the R&D-intensity -measured by the number of man-years devoted to R&D relatively to the total number of man-years in the firm -has no significant effect on entrepreneurship behavior.
Family background and wealth
We assess the impacts of family background, family resources and economic conditions on the basis of the same statistical model. However, for the purpose of examining the roles of these factors, we limit the analysis to individuals for which we are able to identify at least one parent and divide the population into different samples based on marital status.
14 Table 5 presents the results. We assume that three sources of wealth may play distinct roles in the entrepreneurship decision process; own wealth, the spouse's wealth, and the parents' wealth. Since the wealth level in the current year may be directly affected by an entrepreneurship decision, we only allow wealth to affect entrepreneurship with a lag. For married workers, we find that the transition rate into entrepreneurship tends to be positively correlated to all components of family wealth. This may reflect de-creasing absolute risk aversion, the prevalence of credit constraints, and/or spurious correlation arising from a selective distribution of assets. However, while the entrepreneurship decisions of women are much more sensitive with respect to own wealth than with respect to the spouse's wealth, men respond more strongly to the spouse's wealth. It is also of interest to note that unmarried men tend to be less entrepreneurial the higher their own wealth. Table 4 ). Data restricted to include observations for which at least one parent is still alive
Reactive entrepreneurship decisions
In this subsection, we examine the transition from unemployment to entrepreneurship.
Again, we divide the sample into married and unmarried individuals. Given the much smaller population of unemployed individuals, it is difficult to obtain precise estimates for many of the coefficients of interest. We again find that the spouse's wealth and earnings have significant -both in the statistical and the substantive interpretation of this word -impacts on male entrepreneurship, but no impact on female entrepreneurship. And again, we find that the parents' wealth encourages entrepreneurship. Own wealth, however, does not encourage reactive entrepreneurship at all, and for unmarried individuals it strongly discourages it. Apparently, it is the lack of economic resources that push job seekers into entrepreneurship rather than the profit opportunities that attract them. Necessity seems to be "the mother of invention" among the unemployed. Table 6 . The impact of entrepreneurship opportunities, wealth, and family obligations on the probability of making a transition from unemployment to entrepreneurship (percentage points) Estimates from linear probability models (OLS) (multiplied by 100) 007 Additional controls in all regressions: Age, Family background, education, industry, county, calendar year, job characteristics, and level of UI benefits (see www.frisch.uio.no/docs/entrepreneurship.html for details). Data restricted to include observations for which at least one parent is still alive.
The local education-specific unemployment rate tends to affect entrepreneurship negatively for all groups, although the effect is statistically significant only for unmarried men; see Table 6 . Own unemployment duration affects entrepreneurship negatively. Having a foot inside the labor market -in the form of some part time work -has a significant positive impact on entrepreneurship. Hence, while full employment is associated with a lower entrepreneurship propensity than unemployment, some employment (underemployment) is associated with higher entrepreneurship propensity than full unemployment.
Participation in active labor market programs, on the other hand, correlates negatively with entrepreneurship, perhaps reflecting that these programs often are designed to motivate job search rather than job creation. We emphasize, however, that neither part-time work nor program participation are randomly assigned, hence the estimated impacts of these indicators may reflect spurious correlation as well as causality.
The performance of new entrepreneurs
This section examines the impacts of entrepreneurship decisions on the entrepreneurs' economic performance during the subsequent 5 years. The analysis is based on the entrants to entrepreneurship from employment and unemployment respectively, between October 2000 and October 2001. In total, there were 10,546 proactive and 1,637 reactive entrants into entrepreneurship in this period, corresponding to entry rates of 1.2 and 1.9 percent respectively. for the 2001-entrepreneurs with control groups of non-entrepreneurs. We construct separate control groups for proactive and reactive entrepreneurs by means of matching (with one control for each "treatment"). For this purpose, we have estimated models similar to those presented in Sections 4.1 and 4.2 to account for the transitions to entrepreneurship in 2001, from employment and unemployment, respectively. However, to improve the quality of the matches, we use probit, rather than linear probability models. Moreover, we have estimated proactive entrepreneurship separately for rather narrowly defined education-age groups, and also included a more detailed account of the spouse's economic activity and of past earnings. Hence, we use exact matching on education (according to the grouping in Table 2 ), gender, and age-group (in 10-year intervals), and select the controls on the basis of nearest neighbor propensity score within each group. Due to the much lower number of observations, it was not possible to use the same exact matching procedure for the analysis of reactive entrepreneurship; hence, for this event we rely on propensity score matching based on a single joint estimation. As we will see below, the match quality appears to be much better for proactive than for reactive entrepreneurs. The For a treatment-control pair to be included in the analysis, we require that the estimated transition probability for the control does not deviate more than 0.5 percentage point from that of the treatment. As a result, we exclude 327 (3.1 %) proactive and 6 (0.4 %) reactive treatment-control pairs. 17 These differentials are computed as the difference in incomes between persons having the same position in their respective income distributions. For example, the p90 difference is the difference between the person holding the p90-position in the treatment group and the person holding the p90-position in the control group. Under the additional assumption that all persons would maintain their rank in the income distribution regardless of their treatment status, the differentials can also be interpreted as quantiles of the treatment effect distribution; see Firpo (2007) . The most conspicuous impact of the entrepreneurship decision, however, is to increase income dispersion; see the two lower panels of Figure 4 . The rise in income dispersion may reflect that entrepreneurship entails a higher income risk at the individual level and/or that variation in human capital and effort generates larger (anticipated) income differences for entrepreneurs than for employees. The upside of entrepreneurship in any case seems to be much larger than the downside, and entrepreneurs in the upper quartile of the income distribution receive great financial rewards. To the extent that increased variability reflects increased risk, there is an interesting difference in the risk-profiles for Differences between treatment and control male and female entrepreneurs. While the most successful male entrepreneurs gain much more than the most successful female entrepreneurs, the least successful also lose much more. Male entrepreneurs thus seem to take larger risks than female entrepreneurs. Even though we have modeled entrepreneurship entry as one unique event -regardless of ownership structure -it is possible to compare the performance of LLC and self-employment entrepreneurs after entry. Figure 5 reports the financial rewards for these two groups of entrepreneurs separately. 18 A first point to note is that LLC entrepreneurs tend to perform significantly better than their self-employed counterparts. In particular, LLC entrepreneurship seems to entail a much larger upside -and a smaller downside -than self-employment. A second point to note is that the time-profiles of the income streams also differ between the two types of entrepreneurship. While selfemployment income tended to be evenly distributed across years, although with a noticeable spike in median earnings in the first year (2001), the income paths of LLCentrepreneurs were clearly influenced by the changes in the tax regulations that were en-18 Note that the majority (67 %) of proactive LLC-entrepreneurs engage in already existing companies (i.e., companies that existed in the year prior to entrepreneurship entry according to our definition). Differences between treatment and control there were large differences across other parts of the distribution, particularly for men, suggesting that the treatment and the control groups differ ex ante; see the two lower panels. Yet, there appear to be some significant income shifts taking place around the time of the entrepreneurship decision. At the median, the discounted accumulated income gain over the 2001-2005 period is 8.3 % for a male and 23.1 % for a female reactive entrepreneur (not shown in the graph). A particularly interesting feature of the results presented in Figure 7 , however, is that reactive entrepreneurs seem to do better than their matched controls both in the upper and in the lower parts of the two income distributions. Hence, while securing large gains for those who succeed, entrepreneurship also serves as a sort of insurance against very poor outcomes. Entrepreneurship seems to be particularly beneficial for unemployed women. LLC-entrepreneurs and self-employed seem to perform equally well. 19 But again, we note a clear tendency for LLC-entrepreneurs to allocate their personal income to years with zero tax on dividends (2002) (2003) (2004) (2005) . The favorable outcomes of reactive entrepreneurship do not rely entirely on entrepreneurship survival. This point is illustrated in Figure 9 , where we show the income developments for entrepreneurs and comparison group members by entrepreneurship sta- 
The financial reward for proactive entrepreneurship

The financial reward for reactive entrepreneurship
Conclusion
In the present paper we use a unique Norwegian matched worker-firm-owner dataset to analyze the origins and outcome of entrepreneurship. Our data allow us to apply a wider measure of entrepreneurship than the pure self-employment concept commonly applied in the literature, also encompassing employees in partly self-owned limited liability firms.
The objectives of the paper have been to exploit our extraordinarily rich dataset to provide an overview of the key determinants behind entrepreneurship and to reconsider the issue of how entrepreneurial endeavors are rewarded in a welfare state economy like Norway. A key finding is that entrepreneurs tend to be rather generously rewarded, and the median entrepreneur experiences a significant rise in pre-tax income (the after-tax gain is even larger, since parts of the entrepreneurial incomes are taxed at a lower rate than earnings). Even among those who fail in entrepreneurship -in the sense that they terminate their entrepreneurship state within five years -we find evidence of substantial gains, although the median entrepreneur in this group does not perform better economically than he/she would have done in the absence of the entrepreneurship endeavor.
Examining the origins of entrepreneurship, we find that the gender differences are huge, despite Norway's reputation as a country with equal opportunities for men and women. In 2005, the average entrepreneur rate was 13.4 percent for men and 4.0 percent for women. And the difference does hardly change at all when we control for occupation.
We also show that occupational qualifications (in the form of narrowly defined educational attainment) have a large impact on the probability of becoming an entrepreneur.
The most entrepreneurial occupations are dentists, veterinaries and hairdressers; all occupations where firms tend to be small and hence the fraction of owners to employees is high. Somewhat discouragingly perhaps -at least from a Schumpeterian point of view where the entrepreneur is seen as the economy's innovator -scientists with a PhD are among the least entrepreneurial of all education groups.
We also examine how characteristics of a present employer influence the transition rate into entrepreneurship. The transition rate is high if the value added per worker is low, if profit per worker is high, and if the firm is downsizing. Unemployed workers have a higher transition rate to entrepreneurship than employed workers, but their transition rate depends negatively on unemployment in the local labor market.
The entrepreneurship propensity is unambiguously higher the larger is the wealth of the parents and the spouse. Own wealth, however, does not encourage entrepreneurship among the unemployed; hence, for this group, entrepreneurship seems to be generated by necessity rather than by opportunity.
